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ABSTRACT 
In this study, I analyzed the current strategies adopted by The SmarTone 
Telecommunications Holdings Limited. In order to provide 
recommendations to the company, I examine the business environment 
of the mobile phone services industry in Hong Kong. Moreover, 
individual depth interviews and a survey were conducted to collect 
information about preferences of mobile phone users. With the above 
mentioned information, I found that the recent decline in SmarTone's 
earnings was a result of diversification and lack of local responsiveness 
to the Hong Kong market. Recommendations were given for the 
company to increase its ability to match the needs of local market. 
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Hong Kong, which is an international commercial and financial center, has 
been well supported by an advanced telecommunications infrastructure. An 
important part of this infrastructure is public mobile services. With the recent 
deregulation, the competition of the mobile phone service industry has become 
much keener than before. It should be interesting to examine how a network 
operator reacts. 
As a participant in the mobile communication industry, SmarTone 
Telecommunications Holdings Limited has performed very well. Its market share in 
1997 was 27.1%. In this robustly growing industry, SmarTone and its PCS network, 
EXTRA, should have experienced high rate of expansion. However, the company's 
earnings and market share were deteriorated in 1998. The major goal of this report 
is to examine the environment of the mobile phone industry, so as to provide 
recommendations to the company. The objectives of this study are included in the 




OBJECTIVES AND SCOPE 
In a fast growing industry, it sounds quite unreasonable that a company with 
reputation and commitment to its customers would show a decline in earnings. 
Thus, I would like to explore the reasons behind these financial figures. More 
specifically, the objectives of this report are as follows: 
1. To evaluate the current strategies and moves of SmarTone， 
2. To examine the recent trends of the mobile phone industry, 
3. To provide recommendations for the company's future strategies. 
In order to accomplish the above objectives, I have gathered information 
from various sources, which include the company's annual reports, annual reports 
published by Telecommunications Authority, newspaper articles and previous study 
on the topic. Based on the above information, I will discuss the general environment 
in four areas, namely government regulations, technology, economic factors and 
social factors. 
To be successful in such a competitive environment, evaluation of 
SmarTone's strategies is necessary. Basically, both corporate and business level 
strategies must fit the environment. Moreover, they must change according to 
relevant environment changes. 
In CHAPTER III, some background information of the company will be 
presented. It is necessary to evaluate the history and current strategy of SmarTone 
so that the factors of its success can be revealed. The effects of the general 
environment are discussed in CHAPTER IV. 
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CHAPTER V and VI are contributed to an understanding of customers. 
From the findings of individual depth interviews and survey, we can acquire a 
deeper knowledge in preferences of mobile phone users. A discriminant analysis is 
conducted to analysis the strengths and weaknesses of SmarTone in CHAPTER VII. 
Finally, in CHAPTER VIII, I will summarize the findings in previous 
chapters and provide recommendations for the future strategies of SmarTone 
Telecommunications Holdings Limited. 
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CHAPTER III 
SMARTONE TELECOMMUNICATIONS HOLDINGS LIMITED 
History 
SmarTone Telecommunications Holdings Ltd. obtained the fourth license of 
mobile network operator from Hong Kong government in mid-1992. It has focused 
on quality and customer services. In 1993，it launched a state-of-the-art GSM 900 
network. During the same year, the company introduced 24-hour Customer Service 
Hotline. And at the end of 1993, its network coverage extended to the four major 
tunnels in Hong Kong. 
In 1994，SmarTone became the first network operator to provide 
International Roaming Services in that year. These services were extended to the 
China, Japan, U.S. and Canada within two years. Also in 1994, the company 
launched the MTR coverage. 
The acquisition of P Plus Communication Limited in early 1998 has given 
SmarTone a larger operation capacity. The total frequency spectrum allocated to the 
Group by the Office of the Telecommunications Authority amounts to 2 x 17.5 
MHz, which can accommodate over 1.5 million subscribers. 
With its technology and marketing effort, the company has been one of the 
leading operators in Hong Kong. In 1998, it launched the PCS network, EXTRA, 
which is well integrated into its existing GSM network. As a result, customers can 
enjoy good network quality by using the dual band system. 
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Benefits from the Initial Public Offering 
After four years of operation, SmarTone Telecommunications Holdings 
Limited had its Initial Public Offering (IPO) in October 1996. It was the first mobile 
network operator to be listed in the Hong Kong Stock Exchange. The major 
shareholders in 1996 were Sun Hung Kai Properties (37%), AT&T (25%), Town 
Khan (12%) and ABC Communications (9%), only 18% was held by public. This 
IPO has given the company at least two advantages. 
First, the proceeds obtained gave the company sufficient cash flow to 
develop its business, especially in polishing the network quality. Second, it has 
allowed for potential alliances in future. For example, in April 1999, British 
Telecommunications (BT) announced that it was forming an alliance with 
SmarTone through a direct equity purchase of 20 percent of the enlarged share 
capital on a fully diluted basis. This represented a HK$3 billion investment in 
SmarTone at a price of HK$25 per share. The investment from BT not only gave 
SmarTone financial strength, but also provided the company with technological 
capability to pursue opportunities in Asia. At present，the major shareholders are Sun 
Hung Kai Properties (37%), British Telecommunications (20%), Templeton (8%), 
Khan (8%) and the general public (26%). 
The Three Brands 
SmarTone has developed three major business units, namely, SmarTone, 
EXTRA and EXPRESS. According to a company report^ these three brands are 
serving different market segments: 
1 “BT and SmarTone Announce Strategic Alliance", Knowlton Asia Limited on 
behalf ofBT (Hong Kong) Limited and SmarTone, April 7, 1999. (Also recorded at 
http://www.smartone.com.hky^press) 
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• GSM/Dual band service SmarTone: Primarily business driven customers. 
• PCS service EXTRA: Catering to customers in the mass market who use 
mobile communication service mainly for social and leisure. 
• Rechargeable phone card EXPRESS: Targeting transient and low volume 
customers. 
In order to promote the three brands, the company has done a lot in 
advertising and promotion. Moreover, it emphasizes on the corporate image 
building. In 1997 and 1998，SmarTone launched many advertising campaigns to 
attract customers. The success of these promotions can be evaluated by the two 
commercial awards won, namely, "Highest Distinction TV Commercial Award" and 
“1997 Most Popular TV Commercial Awards". In 1998, it launched a drama series 
of three thematic TV commercials to enhance corporate image. How much the 
company spent money on these promotional campaigns can be evidenced by the 
famous celebrities in the TV commercials, such as Jacky Cheung, Chow Yun-fat and 
Tony Leung. 
The Three Focuses 
No matter in which segment, the company always adopts a concept of 
Customer Focus. This is the principle upon which the company's strategies are 
formed. More specifically, this concept is embodied mainly in three aspects. 
Network and technology.. The company is committed to providing a quality 
network with extensive coverage and most advanced technology. The company 
invested more than HK$645 million in improving its network between 1997 and 
1998. Its network coverage has been improved continuously. SmarTone extended 
its GSM/dual band to all major infrastructures in Hong Kong, which include the 
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Route 3 Expressway, Westem Harbour Crossing，the Airport Express Line and the 
new Hong Kong International Airport. By December 1998, SmarTone had more 
than 1,500 transmission sites in Hong Kong. 
After the acquisition of PCS network in March 1998，the company has re-
built it so that it can integrate to its existing network. The integrated networks 
provide customers substantial cost savings and efficiency enhancements. They 
rebranded their PCS network as EXTRA, which has established a strong market 
position after an effective marketing campaign. In addition to this，in October 1998， 
they launched EXPRESS rechargeable phone card, which contains mobile 
communications and IDD calling card functions. It perfectly matches the needs of a 
niche customer group who requires flexible and convenient mobile services. The 
response to this new product was very favourable^. 
Value-added services: SmarTone adopted the most advanced technology to 
provide its customers an innovative and comprehensive set of value-added services. 
“Smartlnfo” utilizes the Unstructured Suypplementary Service Date (USSD) 
technology to provide a message-on-demand service. By applying the “SIM 
Application Tool Kit" technology, the company introduced a menu-driven interface 
and service called ''SmartMemi\ which allows for value-added services to be 
spelled out on the handset screen and provides a more user-friendly information 
access for customers. This technology has created a trend in the mobile phone 
industry. SmarTone also offers the most extensive roaming coverage in the industry 
with the number of roaming countries and places increasing to eighty-eight in 1998. 
Recently, the company introduced a system called “SmarTrade”, which allows the 
2 Annual Report, SmarTone Telecommunications Holdings Limited, 1998. 
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phone user to buy and sell stocks through the mobile network. These show the 
commitment of SmarTone to transform technology to customer satisfaction. 
Customer services: SmarTone has continuously paid effort in providing good 
customer services. It has totally four customer services centres and twenty-eight 
retail outlets located in Hong Kong. Both retail outlets and Customer Service 
Offices provide the following services: 
• Handset and accessories sales, 
• Network connection, disconnection and reconnection, 
• Payment settlement, 
• Bill enquiry, 
• Change of service profile, such as tariff plan, features, mobile number, IDD, etc.， 
• Report of lost phone and submit police report, 
• Handset upgrade/trade-in, lost phone/beyond repair replacement, 
• Application for China Automatic Roaming Service, and 
• Unblocking SIM cards, replacing lost or damaged SIM cards. 
Customers can solve most of their problems in the twenty-eight retail outlets. 
However, when customers have the following needs, they have to go to the 
Customer Service Offices. 
• Change of ownership, 
• Phone repair and maintenance, 
• Application for Japan Roaming, and 
• Application for US/Canada auto roaming. 
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Diversification 
Apart from the market of mobile phone services in Hong Kong, SmarTone 
Telecommunications Holdings Limited has diversified into other markets. Its 
diversification strategy is mainly based on alliances with other companies. 
In September 1997，the company became the first mobile communications 
operator to assist in the issuance and delivery of the unique dual number SIM card. 
Its business partner has established "GuangDong SmarTone" that currently 
maintains two retail outlets in Guangzhou to provide sales and customer services for 
users of this innovative product. Besides, SmarTone has actively participated in 
providing consulting services in network design, planning and construction support 
for the development of mobile networks in China. According to the ChiefExecutive 
Officer of the Group, 'SmarTone will continue to take a prudent but pro-active 
approach in its business development in China’). SmarTone's experiences in Hong 
Kong and China attracted the telecommunication giant, British Telecommunications 
(BT), to form alliance with it. 
BT has purchased twenty percent shares of SmarTone. They can 
complement each other through the introduction of new mobile services, particularly 
mobile data and multi-media communication， and the expansion of 
IDD/Intemational Simple Resale and roaming services. Moreover, this alliance 
increases each other's ability to explore the expanding market in China. 
“SmarTrade，，，as mentioned, is an innovative value-added service. This is a 
product of the alliance between SmarTone and Celestial Asia Securities Holdings 
Limited (CASH). This new mobile securities trading system allows customers, who 
subscribe to CASH,s account and SmarTone mobile services, to place orders via 
3 2 Annual Report, SmarTone Telecommunications Holdings Limited, 1998. 
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their handsets. It is believed that this alliance benefits SmarTone by allowing it to 
pursue a new market niche. 
On March 24，1999，SmarTone has contracted with Ericsson Limited for 
deployment of the new packet based technology. General Packet Radio Service 
(GPRS)4, in its existing dual band GSM mobile network, which will provide mobile 
consumers fast access to data and Internet services. This new technology will 
enable a tenfold increase in current network speeds. Moreover, it further enhances 
SmarTone's capability in developing innovative services and applications for its 
customers. 
SmarTone has launched its Internet services, "iSmarf\ on April 23，1999，to 
meet the rapidly expanding Internet market. Actually, on April 13, 1999, the 
company announced a content partnership for iSmart with Yahoo!. Thus, iSmart 
features some useful information directories provided by Yahoo!. Furthermore, 
Yahoo! and SmarTone have also entered into a marketing agreement to develop a 
series of innovative programs for SmarTone customers. 
Recent Performance 
Although the profitability of SmarTone looked excellent, it was not as good 
as what it earned in 1997. TABLE 1 shows the some financial figures from 
SmarTone's interim report. For example, the company had HK$2,132 million 
turnover and eamed HK$500 millions between July and December of 1997. 
Moreover, the profit attributable to shareholders showed a 57 percent rise in the 
same period of time. 
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TABLE 1 
PROFITABILITY OF SMARTONE 
9 ^ Wfm 9sm~ 
Half year Half year Half year 
Turnover M 0 9 2^32 T j ^ ~ 
(HK$ Million) 
Profit attributable to shareholders 3f9 !00 - 480 
(HK$ Million) 
Profit/Tumover 22.64% 23.45% 27.55% 
Although the financial performance was sound in 1997，both turnover and 
net profit declined in 1998. This should be a result of intensified competition. 
SmarTone's subscriber base declined to 521,000 in December 1998，compared to 
523,000 in June 1998. Moreover, its market share shrank from 27.1% at the ended 
of 1997 to 23.4% at the ended ofl998. 
It is well known that the mobile phone market expands rapidly in recent 
years. With its reputation and technology, the company should have gained a larger 
market share as well as a more extensive subscriber base. Therefore, there must be 
something wrong with the company's strategy. 
Why the company could be so successful in 1997 but lost in 1998? The 
answer should be ENVIRONMENTAL CHANGES. In the following section, I will 
examine some issues about the competitive environment of the mobile phone 
industry. 
4 GPRS is an innovative technology in mobile wireless data communications, which 
facilitates mobile packet data communication over the GSM network through 
concurrent sharing of radio channel resources by many subscribers. 
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CHAPTERIV 
THE ENVIRONMENTAL CHANGES 
The business environment is structured by four major factors, namely, 
government regulations, technology, economic factors and social factors. More 
importantly, the changes in these four areas are crucial in formulating strategies for 
SmarTone. 
Government Regulations 
In Hong Kong, the mobile phone services industry is regulated by a 
government department called Telecommunication Authority (TA). It granted 
limited number of licenses to companies that have ability to operate mobile 
communication system. In other words, it controls the number of players in this 
market. 
One important change in the mobile phone market in the last half-decade was 
the increase in the number of players. There are totally six licensed mobile phone 
operators in Hong Kong in 1999. The services provided by them can be classified 
into two categories: the 800/900 MHz bands and 1.8 MHz bands. The well known 
“Group Speciale Mobile (GSM)，，and “Code Division Multiple Access (CDMA)，， 
fall in the former category, while the latter category is called "Personal 
Communications Services (PCS)” in Hong Kong. The names of service providers 
are listed below. 
• Companies that operate both 800/900 MHz mobile phone services and PCS are: 
- H u t c h i s o n Telephone Company Limited, 
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- H o n g Kong Telecom CSL Limited, and 
- S m a r T o n e Mobile Communications Limited. 
• Companies that operate only PCS are: 
- M a n d a r i n Communications Limited, 
- P e o p l e s Telephone Company Limited, and 
- N e w World PCS Limited. 
The introduction of PCS system has enlarged the mobile phone services 
market. The PCS were licensed on September 30，1996. By the end of July 1997, 
all six PCS operators had launched their services in accordance with their license 
conditions. At the end ofMarch 1998, the number ofPCS users climbed to 340,000， 
representing 15% of all mobile phone users^. 
As it is necessary to obtain a license in order to compete in the market, there 
should be no potential entrant in the recent future. This can be evidenced by the two 
consolidation cases. 
1. In December 1997, the TA approved the acquisition of Pacific Link 
Communications Limited by Hong Kong Telecom CSL Limited. 
2. In March 1998, the TA approved the acquisition of P Plus Communications 
Limited by SmarTone Telecommunications Holdings Limited. 
The TA approved these acquisitions and gave comment on this, ‘there was 
no adverse effect on competition in the market and consumers interest, even with a 
smaller number of competitors.' Thus, as TA considered the current number of 
competitors is appropriate，there should be no potential entrant in the recent future. 
However, TA may grant extra license to some other companies if they can provide 
new technology that benefits customers. Actually, in the next part of “Technology”， 
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the history of telecommunications development in Hong Kong has proved that TA 
granted licenses to companies that have ability to develop new technology. Thus, it 
is very important for SmarTone to keep an eye on the technology development in the 
telecommunication industry. 
Competition becomes keener not only because of larger number of network 
operators. The Telecommunication Authority (TA) has taken the view that the need 
to change telephone numbers upon change of providers of mobile services could be 
a significant form of barriers to fair and effective competition in the mobile services 
market. Therefore, after consulting the public and existing service providers, TA 
introduced the mobile number portability into the market on March 1，1999. In 
other words, mobile phone users can now change their service provider without 
changing their mobile phone number. As a result，the bargaining power of 
customers becomes very high because of two reasons: intensified competition and 
low switching cost. 
Technology 
As mentioned, there is a great difference between PCS and GSM system. 
Actually, these are the two systems that are more familiar to people in Hong Kong. 
The history of mobile communication in Hong Kong, although short, is rather 
complicated. 
The first cellular telephone system was brought into operational services in 
1985. It was an Advanced Mobile Phone System (AMPS) operating in the 800 MHz 
band. The Total Access Communications System (TACS) standard was then 
introduced, starting from 1987. The annual growth rate of demand for mobile phone 
)Annual Report, Telecommunication Authority, 1998. 
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services between 1987 and 1990 is 68%. To cope with this demand, the government 
introduced two advanced but matured technologies, Group Speciale Mobile (GSM) 
and Time Division Multiple Access (TDMA). After the request of Hutchison 
Telephone and the public consultation in early 1992，the TA approved its use of the 
narrowband Code Division Multiple Access (CDMA) technology. 
Besides the introduction of GSM, another important event in the industry is 
the development of PCS technology. This category of technology is for low 
mobility, cordless services that primarily provide public services for access to fixed 
telecommunication networks. It also promised lower prices, more choice of 
customer's equipment and better functionality. The operation costs ofPCS network 
is lower because it allows a more efficient allocation of usage of microwave 
spectrum. To bring these benefits to customers in Hong Kong, the Office of 
‘ Telecommunications Authority decided to grant six more licenses to companies that 
were interested in PCS operation. 
Economic Factors 
In traditional microeconomic theory, there are two factors affecting peoples 
buying behavior. The income effect is the change in consumption that would occur 
if the real income of the consumer changes, the relative prices of goods being held 
constant. Theoretically, income effect can be positive or negative. A rise in the 
income level will result in an increase in demand for normal goods, while the 
demand for inferior goods will be reduced. The substitution effect is the change in 
consumption that would occur if the relative price of the product changes, but the 
consumer is held on his or her original income level. For example, the price of 
mobile phone services has been reduced to a very low level. Consequently, people 
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will use mobile phone to substitute fixed line services or other kinds of mobile 
communication means, such as pager. 
Based on a report from OECD^, there is a close relationship between GDP 
per capita and mobile phone penetration rate. Moreover, mobile phone service was 
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statistically proved to be a normal good . In other words, a rise in GDP per capita 
should increase the mobile phone penetration rate. One can see from TABLE 2 that 
the Gross Domestic Product (GDP) has been growing steadily. In simpler terms, 
people are getting richer and richer over time. 
TABLE2 
GROWTH OF GDP PER CAPITA m HONG KONG 
i^55 l 9 ^ ] [ 9 9 7 “ 
GDP per Capita 152,087~174,972~"205,155 
Average Annual Compound Growth rate N.A. 7.26% 8.28% 
Source: Hong Kong statistical digests. 
However, the recent economic contraction should reduce the popularity of 
mobile phone. This is true，theoretically, when the prices were unchanged. The 
price reduction in recent years has contributed a lot to the high mobile phone 
penetration rate. The price has decreased to a much larger extent than the reduction 
in general income level. According to the study by Lee and Kwan, the average tariff 
of one hundred minutes of airtime was HK$ 400 in 1996. In 1999, the average tariff 
6 Mobile Cellular Communication: Pricing Strategies and Competition, OECD, 
1996. 
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of that is around HK$100. This represents an annual reduction of thirty-seven 
percent, in contrast to the five percent decline in GDP in 1998. 
Thus, the total substitution effect should be larger than the income effect. 
The mobile penetration rate is，therefore, increasing for the last half-decade. The 
number of pager users and cellular phone users in Hong Kong are in TABLE 3. 
TABLE 3 
NUMBER OF SUBSCRIBERS IN MOBILE COMMUNICATION _ U S T R Y 
Service No. of Customer No. of Customer No. of Customer 
(3/94) (3/96) (3/98) 
Cellular Phones 318,000 798,370 2,229,860 
Paging 1,252,000 1,124,457 840,000 
Total 1,570,000 1,922,827 3,069,860 
Source: Telecommunication Authority, Annual Reports. 
From TABLE 3, we can see that there has been a growth in the demand for 
mobile communication services although the number of pager users is declining. 
This can be viewed as an evidence of the substitution effect. As the price of mobile 
phone services reduced substantially, people use it to substitute pager services. 
This upsurge in demand for mobile communication, of course, was not only 
a result of economic factors. As a matter of fact, some changes in the social factors 
also constitute to this high growth. 
7 In economic theory, demand for normal goods increases when the consumer's 
income level rises. 
18 
Social Factors 
At the time when mobile phone was firstly introduced in Hong Kong, major 
customers are businessmen and high-income group. The basic function of mobile 
phone was for business. For the general public, the costs of acquiring and using a 
mobile phone are too high to afford. Nowadays, the situation has been changed. 
People now use mobile phones to get in touch with fnends. Many people argued 
that this was a result of an increase in the level social activities in Hong Kong (Ho 
and Kwan 1996). However, I believe that there would be no such a trend if the PCS 
licenses had not been granted. 
The effect of the increase in level of social activities should come after the 
reduction in cost of using a mobile phone. There should be four stages in the 
adoption of mobile phone. First, because of competition and advanced technology, 
the price of mobile phone handset and service charges decreased. As a result, some 
young innovators, who did not have high income, started to use mobile phone 
services. Then, some other people, who have observed the costs and benefits of 
mobile phone, might follow the innovators. They are the early adopters. 
Afterwards, when the general public realize the usefulness and popularity of mobile 
phone, early and late majority will follow. Finally, the small group of potential 
users, known as laggards will also adopt the product. 
By observing the robust growth of the mobile phone market, the current 
expansion should be a result of the adoption of early or late majority. Thus, the 




THE INDIVIDUAL DEPTH INTERVIEWS 
Because of the introduction ofPCS systems and Mobile Number Portability, 
competition becomes keener and customers' switching cost was lowered. 
Consequently, the bargaining power of customer has increased substantially. In 
order to understand customers' attitude towards mobile phone usage, I interviewed 
five persons and asked their opinions on various. A list of questions and topics 
covered in these interviews is included in Appendix 1. Individual depth interview is 
conducted since specific and insightful information can be obtained from current 
mobile phone users. Moreover, it allows me to delve much deeper into a topic and 
avoid unnecessary group influence effect. 
Interviewees, Profile 
A brief description of the background of interviewees is presented in TABLE 
3. It is important to note the profile of the five interviewees because it may explain 
why they have such opinions. 
TABLE 4 
• E R V I E W E E S , PROFILE 
Interviewee Sex Age Occupation Experience in using Network 
Number mobile phone 
1 Male 19 Student 6 months EXTRA 
2 Male 24 Sales 4 years Orange 
3 Female 23 Student 3 years Sunday 
4 Female 24 Quantity Surveyor 3 years SmarTone 
5 Male 49 Accountant 7 years SmarTone 
2 0 
Perception on Network Quality 
One important finding from the interviews is the ranking of service providers 
in terms of quality. According to the discussion in the individual depth interviews， 
the twelve brands^ in Hong Kong can be classified into three categories by 
interviewees' perception on their network quality. 
Relatively good: 1010，1+1, One2free, EXTRA and SmarTone. 
Moderate: Everyday, Hutchison, New World Mobility, Orange and 
Sundays. 
Relatively poor: Peoples Phone and XinGuanXian (CDMA). 
All of them, except the accountant, do not know that there are six network 
operators in Hong Kong. However, they do know that there are some companies 
that carry more than one brand. For instance, they realize that CSL owns 1010，1+1 
and One2free. Moreover, they know that these three brands are sharing one GSM 
network. Furthermore, although they do not understand the exact differences 
between GSM and PCS, they believe that there must be some differences in terms of 
operation costs and network quality. In general, they think that GSM is better than 
PCS in quality. 
There are at least two implications from their opinions. Firstly, a company 
should not charge its brands differently because customers believe all brands under 
the same company should have similar quality. Secondly, tariff of GSM should be 
higher than that ofPCS to reflect the perceived quality difference. 
We can see that the positioning of SmarTone is excellent. Both SmarTone 
and EXTRA are classified into the first category. This can be a result of extensive 
promotional campaigns conducted in previous years. As long as network quality is 
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important in customers' decision making process, SmarTone should keep on its 
focus on image building. 
Usefulness ofMobile Phone 
All the interviewees, except the secondary student, were pager users before 
they use mobile phone services. All ofthem agree that mobile phone is more than a 
substitute to pager. It provides a very convenient communication means for its 
users. For most of the interviewees, a mobile phone gives them a way to contact 
others anywhere anytime. But "convenient" may carry other meanings. 
According to the accountant, ‘I always work in my office. At the very 
beginning, I thought there was no point to buy a mobile phone. A pager was good 
enough to me. When someone paged me, I could simply tum to my (fixed line) 
telephone and called him or her back. However, I saw some problems when mobile 
phone became popular in the business society. Some people thought that 
professionals should have a mobile phone, so that they could be easily accessed 
when their clients have problems. Some clients preferred talking to me directly to 
just a leaving a message. They though I was not enthusiastic enough on their 
business when I did not have a mobile phone. Of course, some common problems 
like misinterpreted message also affected my business...so I decided to buy a mobile 
phone.， 
His experience shows some insights on why mobile phone service was 
adopted in the business society in 1980s. A mobile phone was a status symbol. A 
businessman, who uses mobile phone, might have better credibility. Moreover, it 
n 
SmarTone has a brand call EXPRESS, which is excluded in this list. This is 
because, instead of formal providing tariff plans, EXPRESS is a stored value card 
for low volume users. 
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was a way to show how much you care about your clients by increasing the 
accessibility. 
However, this is no longer true. Mobile phone is now a MUST. ‘.. .1 believe 
I will have no business if I do not have a mobile phone today. Ten years ago, my 
client would appreciate when I told them my mobile phone number. Now, they only 
care about my accessibility. Some clients just want to know my mobile phone 
number and don't care about my office phone number’，the accountant said. This 
suggest that mobile phone is too popular to be a status symbol nowadays. Actually, 
a mobile phone is now a "necessity" in the business society. 
Usefulness ofValue-added Services 
All of the interviewees agree that some value-added services are essential, 
which are: 
• Call display, 
• All kinds of call forwarding (e.g. unanswered call forwarding, unreachable call 
forwarding and busy call forwarding), 
• Voice mail or secretarial services. 
Call display helps them to screen in-coming calls. The salesman thinks this 
is very useful when he is not in the office. ‘It is very helpful to know who is calling 
me. When I am not working, say, having a break in a restaurant, I can avoid my 
boss's calls'. Like the salesman, all interviewees think call display helps them in 
avoiding unfavorable calls. 
Call forwarding is perceived to be the most important value-added service 
when it is combined with a voice mail or pager service. It can supplement the 
mobile phone so that the user can always keep in touch with others. For istance, 
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when the environment is too noisy or the network is not good enough, the phone 
user cannot receive or answer in-coming calls. To avoid loss of important messages, 
various kinds of call forwarding can help the user to record the not received 
messages. 
All network operators provide information through the mobile phone. 
However, all of the interviewees, except the accountant, think it is not useful. The 
accountant has some investment in the stock market and therefore need information 
about stock prices. For other information such as news, he thinks it is unnecessary. 
Both of the SmarTone users, the accountant and the surveyor, are aware of 
most of value-added services provided by the company except "SmarTrade". The 
surveyor does not know that she can trade securities through her mobile phone. 
Although they have a certain level of awareness, they do not use those services 
except the most common three. 
Handset Selection 
All of the interviewees disagree that mobile phone is a status symbol 
nowadays. However, they do agree that using some expensive handset model such 
as Nokia 8810, can be a status symbol. Interviewees do not think price is an 
important factor in handset selection. Most of handsets are free of charge if the 
buyer enters into a contract with the network operator. Even though the buyer does 
not want to be bounded by a contract, most models are cheap enough to buy. 
Weight, style, color and functions are more important. The salesman likes 
Nokia 6150 because this model has installed games to play. The quantity survey 
loves Supreme 788 and thus she does not want to switch to any other PCS operators. 
This is because Supreme 788，which has elegant color, is not compatible with PCS 
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network. All the interviewees think that the availability of handset model does not 
affect their selection of network operator. This is because the models that they will 
choose are available in all service providers. 
However, as handset models are becoming more sophisticated, interviewees 
see the importance of handset maintenance. For the university student, who uses 
Supreme 788，finds that there is usually a problem with the batteries. Thus, she has 
to go to the Customer Service Centre of SmarTone to get her handset repaired. She 
thinks that the small number of Customer Service Centres is the major weakness of 
the company. 
Introduction of the Personal Communications System (PCS) 
The introduction of PCS is believed to have profound impact to the whole 
industry. Interviewees agreed that they have more choices than before. Moreover, 
they think that PCS network has quality, although lower, but close to GSM network. 
They thought they are benefited by the new technology in four aspects. 
First, the cost is lowered. Second, there are numerious handset models for them to 
choose. Third, they can choose a tariff plan according to their needs. Fourth, more 
and more value-added services are available. 
The cost of acquiring and using mobile phone is much lower than before. 
This allows people in low-income group to use mobile phone. The salesman, who 
has income below HK$ 15,000 per month, start to mobile services for business. As 
he said, 'I started to use it (the mobile phone) because I need it for my business, and 
the monthly fee was paid by my company. Last year, when Orange was introduced 
to the market, I decided to subscribe for its services because it was very cheap. Now 
I have two SIM cards，one for business and one for private usage. I know that my 
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company is deciding to switch the service provider of my sales team from CSL to a 
PCS operator'. We can see that the PCS system not only provide a choice for the 
low-income group，but also help companies that want to control their budget. With 
more people will switch to the PCS network, it will become the dominant system in 
the mobile phone industry in Hong Kong. 
Moreover, one interviewee observed that there are more and more 
housewives using mobile phone now, including his mother. Companies should pay 
more effort in attracting the low-income group because it is a rapidly expanding 
segment for mobile phone. 
Effect ofMobile Number Portability 
All interviewees agree that the cost of switching to a new service provider 
has been lowered since March 1, 1999. Four of them did not switch to another 
service provider because they heard that the switching process was problematic. As 
long as they are fine with the current provider, they would like to wait until the 
process becomes more stable. 
Moreover, they do have concerns about the pricing adopted by various 
companies. The tariff plans are very completed. As the quantity surveyor said, 
‘When I changed my tariff plan in SmarTone, the salesperson did not tell me the 
details about the new plan. At the first time when I received the bill, I did not 
understand how they calculated the fees. I had to go to the sales outlet to figure it 
out. Finally, the salesperson told me they made a mistake in the fee calculation...I 
do not want to switch to another company for the time being, because I do not want 
this happen again'. Actually, SmarTone received similar complaints in April^. 
^ Apple Daily, April 29, 1999. 
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SmarTone should pay more effort in upgrading its internal system so as to provide 
more reliable and stable after-sales services. 
To avoid any problems created in the switching process, the interviewees 
said that they prefer companies adopt direct selling so that they can ask the details of 
the tariff plans and value-added services. Moreover, they acquire the first 
impression of different network operators from TV advertisements. For example, 
the accountant perceived that the cheapest package is provided by Sunday, which 
cost HK$ 88. In fact, the lowest priced tariff plan is offered by Peoples Phone, 
which cost HK$ 75. 
The Student Segment 
There are two students interviewed in this study. One of them is studying in 
secondary school and another is in university. Both of them agree that there are 
more and more students that use mobile phone. Their opinions are summarized as 
follows. 
Secondary school students use mobile phone during leisure time, as it is 
prohibited to bring a handset to school. The main purpose of using a mobile phone 
is to keep in touch with his parents. Thus, they should be in the low-to-medium 
usage group. Moreover, most of them are only the user, but not the decider in the 
adoption process. 
In Hong Kong, there is a lot of working parents. They care about what their 
children are doing and so want to contact their children at anytime. As long as using 
a mobile phone is not expensive, parents prefer to pay the cost so that they can keep 
track of their children's activities. 
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Moreover, whether a student use a mobile phone may depends on his or her 
family income，as the interviewed student said, ‘most of my classmates or friends, 
who use mobile phone, own expensive school bag，wear branded jeans and shoes. 
Their parents spend quite a lot of money on them...for example, my parents bought 
me a Nike Airmax 99 when I scored 100 in an test.，This suggests that there might 
be some correlation between family income and mobile phone adoption rate in the 
student market. Student in a richer family should have a higher probability to be a 
mobile phone user. 
On the other hand, the university student gave a quite different view on the 
student segment. Secondary school student uses mobile phone that is bought by 
their parents. In contrast, a certain proportion of university students pay for it by 
themselves. In fact, many university students have part-time jobs. In addition to 
that, the grant and loan given to them improve their standard of living. Two to three 
hundred per month is affordable to most university students. Therefore, most of 
them are in the medium usage groups. 
Regarding their usage, most of them use mobile phone services during 
school hours as well as leisure time. They are allowed to bring anything legal to 
school. With the increasing level of social activity, mobile phone becomes much 




In addition to the individual depth interviews, which give qualitative result, I 
conducted a survey to study the consumers' preferences. The data not only uncover 
some trends in the market place, but also confirm some results obtained from the 
individual depth interviews. Combining the results in the interviews and the survey, 
a more concrete base can be formed to help SmarTone to form their future strategy. 
Sampling Frame 
Because of time and budget constraints, a convenience sample was drawn. 
All of the respondents are mobile phone users so that their knowledge about the 
topic is guaranteed. In order to facilitate the discriminant analysis (in next chapter), 
the whole sample is artificially selected so that about half of them are SmarTone 
users and half of them are not. 
The Final Sample 
Total sample size is 52. I interviewed all of them to complete the 
questionnaires. A sample of questionnaire is included in Appendix 2. The 
demographic distribution is in TABLE 5. 
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TABLE 5 
DISTRIBUTION OF THE SAMPLE 
Age Male Female Total 
24 or below 5 9^6% 7 1X5% l2 23.1% 
2 5 - 3 4 16 30.8% 14 26.9% 30 57.7% 
35 or above 5 9.6% 5 9.6% 10 19.2% 
Total 26 50.0% 26 50.0% 52 100% 
Research Findings 
Current Usage 
There are totally twelve brand names in Hong Kong. In the sample, the 
distribution is as follows: 
TABLE 6 
DISTRIBUTION OF SAMPLE BY SERVICE PROVIDERS 
Brand No. of respondent Percentage 
1010* 2 3.85% 
1+1* 0 O.QQ% 
Everyday* 2 3.85% 
EXTRA fO 19.23% 
iHutchison 0 Q.OQ% 
New World Mobility 6 11.54% 
One2free* 4 7.69% 
Orange 6 11.54% 
Peoples Phone 0 0.00% ， 
SmarTone *(Dual band) 15 28.85% 
Sunday 7 13.46% 
XinGanXian 0 0.00% 
Total 52 100% 
*GSM system providers. 
\ 
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From TABLE 6, we can see that there are only 23 respondents using GSM 
network. Although this is not a random sample, the result shows the substantial 
impact of the introduction of PCS networks as more and more mobile phone users 
switch to it. 
However, the impact of mobile number portability is not as great as 
expected. By examining question 3 and 4, only 8 (or 15.4%) of them changed their 
service provider after March 1. The switching pattem is as follows: 
TABLE 7 
SWITCfflNG PATTERN OF RESPONDENTS 
Original Network New Network Number of respondents 
G ^ G ^ 3 
GSM PCS 3 
P ^ P ^ 2 
PCS GSM 0 
It is important to take a look at the personal profile of respondents using 
PCS. From the 29 PCS network users, 25 of them have personal income below 
HK$15,000, while there are only 10 out of 23 GSM users below that income level. 
This confirms that the low prices of using PCS system enable more low-income 
people to use mobile phone. 
The proportion of people who switch to other network operators is small may 
be a result of the “chaotic arrangement" in the first week of March 1999. Based on 
an article in the South China Moming Post, “two in ever ten mobile phone users 
trying to switch networks are failing at their first attempt, with slow sales staff 
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getting the blame".^^ Thus, people might wait for a better arrangement so that they 
can avoid the chaos in early March. 
Attitude 
As mobile phone is one of the communication means, it is no surprise that 
most respondents reported that keeping in touch with other people is the major 
useful function. TABLE 8 shows the result of Question 5, which asked respondents 
whether the stated functions/attributes are important. The column on the right hand 
side shows the percentage of people chose that item. For example, there are 94.2 
percent of people think that being able to call people anywhere anytime is important. 
One important result is that there is no respondent reported that "using 
mobile phone is a status symbol". This confirms what was found in the in-depth 
interview. This should be a result of price reduction in recent years, which has made 
mobile phone much more popular than before. It makes no sense to regard a popular 
and cheap equipment (most of handsets are now "free") as a status symbol. 
TABLE 8 
PERCEIVED IMPORTANCE OF ATTRIBUTES OF MOBILE PHONE 
Functions Percentage 
Convenient in calling people anywhere any time. 94.2% 
Allows people to contact me by the same number，disregarding where I 96.2% 
live or at home. 
Able to receive calls anywhere anytime. 96.2% 
Able to receive messages when necessary. 75.0% 
Keep in touch with friends. 86.5% 
Keep in touch with colleague and clients. 38.5% 
Using mobile phone is a status symbol. 0.0% 
10 Pegg, Jo, “Mobile Phone Mix-ups Continue，，，South China Moming Post March 
10, 1999. 
3 2 
The percentage in "keep in touch with colleague and client" is low. It is 
because most of the respondents are either students or white-collars in office. Thus, 
they do not spend much time on talking with others through mobile network. This 
may also suggest that mobile network is still not a substitute to fixed network since 
the marginal cost of using a fixed line，which has excellent network quality, is zero. 
In question 6, respondents' perception about the importance of factors in 
choosing services providers is explored by a seven-point scale. One represents 
"very unimportant" or “I don't care" while seven represents "very important". The 
results are quite clear-cut. The "Quality of phone/network service" (6.67) is the 
most important factor. “Charge per minute of airtime" (6.06) and "Price of value-
added services" (5.77) received the second and third highest score. The next group 
of important factors include “Quality of value-added services" (5.33), “Company 
reputation" (4.81) and "Quality of after-sales services" (4.81). 
Availability of value-added services, handset price and handset 
characteristics are relatively unimportant. In question 9, there are only three 
categories of value-added services that the respondents use frequently. They include 
all kinds of call forwarding, call waiting, receiving call display and voice mail. This 
is consistent with the opinions from the in-depth interviews. In fact, all these 
services are available from every mobile phone service provider. As long as people 
can get what they need from every service provider，the importance of availability of 
value-added services becomes less important. 
The current pricing strategy and proliferation of mobile phone models can 
explain the relative unimportance of handset prices and characteristics. Currently, 
all service providers carry similar models. As a result, providing a specific handset 
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model is not a differentiating factor. Moreover, there are numerous different 
handset models nowadays, which are small, light, trendy and easy to use. Thus, 
people will not see that handset characteristics are important because they have no 
difficulty in finding a model that they like. 
Information Sources 
In the study done by Ho and Kwan (1996)，about ten percent of respondents 
seek information from advertisements. In contrast, more respondents regard 
advertisements as a major information source (30.8%) in my study. This may be a 
result of the advertising campaigns conducted by all network operators during 
February and March, 1999. Companies spent a lot of money in promotion to attract 
customers from other competitors when Mobile Number Portability took place. 
The opinions from friends, word-of-mouth and professional reports are still 




THE DISCRIMINANT ANALYSIS 
Theoretically, a potential customer will evaluate all alternatives before in the 
decision making process. Thus, it is very important to understand how consumers 
evaluate SmarTone. Therefore, a discriminant analysis is conducted to unveil what 
the factors are used in consumers' evaluation process. 
As mentioned, the sample contains 25 SmarTone (and EXTRA) users. The 
purpose of discriminant analysis is to obtain a function that distinguishes SmarTone 
users from non-users. Definitions of variables are as follows: 
Dependent variable: 1 二 User of SmarTone 
0 二 Non-user of SmarTone 
Independent variables are perception parameters obtain in question 6. The 
scale of these parameters is from one to seven. One means that the respondent 
thinks that the factor is very unimportant, while seven means that is very important. 
In other words, the discriminant analysis assumes that a user's perception on 
importance of the factors in TABLE 8 will affect whether he or she would choose 
SmarTone. 




THE DISCRIMINANT FUNCTION 
Factors Coefficients 
Initial charge 0.261 
Charge per minute 0.15 6 
Handset characteristics -0.316 
Handset price -0.092 
Quality of network 0.217 
Quality of sales services 0.152 
Quality of after-sales services -0.15 0 
Availability of value-added services -0.13 5 
Quality of value-added services -0.311 
Price of value-added services 0.088 
Company reputation 1.005 
The hit rate of this function is 88.5 percent. Or, 46 out of 52 are correctly 
categorized. 
The most significant factor is “Company reputation". This means that a 
customer, who believe company reputation is important, will probably choose 
SmarTone as his or her service provider. There are two factors that are also 
important, namely, "Handset characteristics" and “Quality of value-added services". 
The negative coefficients suggest that people who care about handset model variety 
or quality of value added services would NOT choose SmarTone. 
“Initial charge" and "Charge per minutes” of SmarTone services is perceived 
to be reasonable. Therefore, people, who consider these charges are important 
factors in their decision making process, will probably subscribe for SmarTone's 
services. 
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The "Quality of network" also possesses a positive coefficient. This 
suggests that the network quality of SmarTone is good. Thus, when people select 
service providers based on network quality, the probability of choosing SmarTone 
should be higher. 
The coefficient of "Quality of sales services" is positive，while that of 
“Quality of after services" is negative. These results reflect SmarTone's emphasis 
on sales services. Currently, there are twenty-eight sales outlets and four Customer 
Service Offices. The small number of Customer Service Offices is a symbol of 
weak customer services. Therefore, people who rank after-sales services at the top 
would not choose SmarTone. 
People who care about “Availability of value-added services" would have 
lower probability of choosing SmarTone. First, mobile phone users do not demand 
a large variety of value-added services. Second, those services do not match with 
customers' needs. When people think that the services available are not useful, the 
perceived availability of value-added services is actually low. 
In simpler terms, SmarTone has excellent reputation, reasonable initial and 
usage charges, good network quality and sales services. However, respondents 
perceived the company has only average quality of value-added services and after-
sales services, and a limited choice of handset models. These results highlight the 
strengths and weaknesses of SmarTone. 
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CHAPTERVIII 
CONCLUSIONS AND RECOMMENDATIONS 
The Environment 
Companies should keep in touch with the current trend of telecommunication 
technology available in the market. This technology has two major effects. First, 
the Office of Telecommunications Authority might introduce new entrants when 
they can provide such new technology to the market. Second, it can increase a 
company's competitiveness when the new technology can benefit current mobile 
phone users, or attract new customers. 
The mobile phone penetration rate should increase in next two years. There 
is a relationship between the general income level and the penetration rate. The 
economy might be recovered in the coming one or two years. If this is true, the 
demand for mobile phone services will further increase. Moreover, price reduction 
seems to be continuing. This will also augment people's need in substituting mobile 
phone services to other telecommunication means. 
With more and more people have already bought a mobile phone, the rate of 
increase in mobile phone penetration should be reduced. In other words, the number 
of mobile phone users will increase in a decreasing rate. 
The customers 
Customers' attitudes are analyzed in the last three chapter. To summarize 
the findings I adopt a model to capture the main points from the in-depth interviews, 
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the survey and the discriminant analysis. Basically, it is believed that there are five 
steps in the buy decision process^� 
Need Recognition 
Mobile phone was introduced to Hong Kong about fifteen years ago. 
Therefore, most people understand its usefulness and popularity. In 1998, there are 
more than two million mobile phone users. With the introduction of the PCS 
system, the industry is experiencing a rapid expansion. 
In the business society, as it is necessary to be accessible, businessmen have 
to use a mobile phone so that their business partners can contact them at anytime. 
They can use it to keep in touch with their colleagues and clients. Moreover, 
companies that focus on cost control might subscribe a new PCS system for their 
sales team. 
Because of the price reduction, many people can afford to buy and use a 
mobile phone. It has substituted the functions of pager. People can keep in touch 
with others in a more convenient way. They are able to call their friends or peers 
anywhere anytime. 
Some parents would like to buy their children a mobile phone. The mobile 
phone provides parents a convenient and inexpensive way to keep track ofwhat their 
children are doing. 
However, the major defect of the mobile phone is that it requires a high 
quality network to function properly. Thus, some basic value-added services such as 
call forwarding and voice mailbox are essential supplements to a mobile phone. 
“Kotler, Philp, Gary Armstrong, Principles ofMarketing, 7出 ed., Prentice Hall 
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Information Search 
There is a trend that more people seek information from commercial sources 
such as advertisements on TV, newspaper or magazines, and salespersons. 
This should be a result of the large number of promotional campaigns 
conducted by various network operators around March, 1999. However, it is unwise 
to include too many details in an advertisement. A good advertisement should 
arouse people's interest to contact retail outlets or direct sales force for further 
information. 
In order to avoid uncertainty, people like to talk to salespeople directly to 
obtain information about a company's tariff plans and value-added services. Thus, 
the SmarTone should give enough training to its sales force so that they have 
sufficient knowledge on the company's product. 
Evaluation of Alternatives 
In evaluating different network providers, the most critical factor seems to be 
the network quality. In addition to that, people also care about how much they have 
to pay. Therefore, the tariff charges and price of value-added services are also 
important. Moreover, customers will consider the company reputation, quality of 
value-added services and quality of after-sales services in choosing a network 
operator. Handset price and characteristics are relatively less important. 
Availability of value-added services is not an important factor in the 
evaluation process. What people demand are three basic categories of services, 
namely, call forwarding, voice mailbox and call display. This implies that services 
with advanced technology cannot create high customer values-
International, Inc., 1996. 
4 0 
SmarTone's network has excellent perceived quality. Besides network 
quality，SmarTone users prefer companies that have good reputation and reasonable 
pricing. However, customers' perception on SmarTone's after-sales services and 
value-added services is unfavourable. 
Purchase Decision 
As buyers in this market are highly involved in a purchase and perceive 
significant differences among brands, they should have “complex buying behavior”. 
The buyers will pass through a learning process, first developing beliefs about the 
product, then attitudes, and then making a thoughtful purchase choice. To market 
high-involvement products (in this case, a mobile phone and related services) 
successfully, SmarTone must understand the information-gathering and evaluation 
behavior of its customers. Product differentiation is important to attract customers 
with complex buying behavior. 
Postpurchase Behavior 
As mentioned, people do not have a good impression of SmarTone's value-
added services and after-sales services. These weaknesses are inconsistent with the 
company's image. Thus, although its customers are satisfied with the network 




Corporate Level Strategy 
SmarTone's three focuses on customers are appropriate in the mobile phone 
market, in which the bargaining power of customer is high. Moreover, the company 
started to form alliances with other well-established companies to pursue 
opportunities in the rest of Asia, as well as in the IDD and Internet markets. Before 
the company adopted this diversification strategy, the mechanism of SmarTone is as 
follows. 
FIGURE 1 
SMARTONE'S STRATEGY BEFORE 1998 
Network Quality 
^ and Technology � 
^ ^ \ ^ 
SmarTone ^ j 4 . Corporate Image 
n*^"V^^ j ^ and Reputation 
^^*^*^ Advertising and ^ ^ ^ 
Promotion ^ 
As a business unit that occupied a large market in a high growth industry, 
SmarTone was a cash cow to the company as a whole. The cash generated was used 
in technological development, mainly in network quality and value-added services. 
On the other hand, the company also invested in advertising and promotion. As a 
result, SmarTone had built an image of high network quality and was perceived to 
be a leader in developing and applying new technology. Customers were attracted 
by the company's network quality and reputation. With a larger subscriber base，the 
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company was able to generate more cash flow. This was the mechanism of success 
before 1998. 
However, to compete with the new PCS operator, the Group had to acquire 
and launch a PCS system. Moreover, SmarTone has diversified into other areas. 
Thus, the cash flow deployed in corporate image building declined (see Figure 2). 
FIGURE 2 
SMARTONE'S CURRENT STRATEGY 
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With the successful integration between the GSM and newly acquired PCS 
network, the network quality has been further polished. However, problems appear 
in the company's effort in value-added service development. The new value-added 
services are not widely accepted by its customers. As a result, SmarTone becomes a 
company that has superior network quality but below-average value-added services. 
In other words, the responsiveness to local customers' needs is lower than before. 
Some resources are devoted to diversification. The alliances are preliminary 
steps toward globalization. They can benefit the Group in technological 
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development as well as corporate efficiency. Operations other than the core 
business of SmarTone might benefit the Group in the future. Therefore, the current 
strategy forgoes some short-term benefits (e.g. market share) so as to pursue a more 
promising long-term gain. This is the reason why SmarTone's earnings in 1998 
declined. Figure 3 shows the move made by SmarTone. 
FIGURE 3 
SMARTONE STARTS TO GLOBALIZE^ 
High| ^ 
Global Efficiency ^•s^ ： 
Low ^ ^ 
Low High 
Local Responsiveness 
A successful diversification strategy is to increase global efficiency while the 
local responsiveness is maintained. Global efficiency means how efficiently a 
globalized company is managed. It involves issues like economies of scale, serving 
global customers or developing global distribution channels, etc. On the other hand, 
local responsiveness describes how good a company is in serving the needs of local 
customers. In the case of SmarTone, resources are utilized in diversification. 
Consequently, the commitment to customer focus is deteriorated. Thus, it needs 
some strategies to increase the local responsiveness so as to maintain the leader 
position in the mobile communications industry of Hong Kong. 
12 Yip, George S.，“Global Strategy.. .in a World ofNations”, Sloan Management 
Review, Fall 1989. 
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Recommendations 
SmarTone has three brands in its mobile communication business. The 
strategies of each brand should focus on its target segment. The three brands are: 
• GSM/Dual band service SmarTone: Primarily business driven customers. 
• PCS service EXTRA: Catering to customers in the mass market who use 
mobile communication service mainly for social and leisure. 
• Rechargeable phone card EXPRESS: Targeting transient and low volume 
customers. 
As the TA might grant new licenses to companies that operate with advanced 
technology. SmarTone should keep track of the technology development in the 
telecommunication industry. New brands should be launched to compete with new 
entrant when necessary. 
To increase the local responsiveness, SmarTone should design a system to 
collect customer information. A team should be set up to analyze the current 
customers' profile. A regular examination of customers' profile can provide the 
company with necessary information in formulating customer-oriented strategies. 
The internal operations of SmarTone should be improved. Actually, there 
are some inconsistencies between the promotion, sales and the billing system. For 
example, there was a sales promotion campaign that the payment for the handset 
will be returned to the buyers in twenty months. However，SmarTone recently 
received several complaints that the monthly charges did not include this deductible 
"returned payment". When the customer approached a salesperson and sought for a 
solution, the salesperson did not know how to handle it. To solve this problem, the 
internal operations must be re-designed so that all department can co-ordinate with 
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each other and re-align with the customer focuses. Besides this internal problem, 
SmarTone should also pay attention in other areas. 
Promotion 
, Promotion is important for SmarTone to customer retention. This is because 
the current SmarTone users think that company reputation is important. Thus, it is 
beneficial to further enhance the corporate image by promotion campaign. It is 
more important to improve the awareness of EXPRESS. Actually, sales promotion 
can be conducted for this brand to attract potential customers who are not familiar 
with the concept of mobile phone, i.e. the group of laggards. As laggards are more 
risk-adverse in adopting new technology, a lower cost of using mobile phone might 
trigger their trials. 
This price promotion might also attract students in universities, who have 
low income level. With its low price, EXPRESS is suitable for students who are 
low volume users. On the other hand, EXTRA can be promoted to students that 
demand for higher volume usage. EXTRA is a brand that targets teenagers market 
and is low priced, promotion campaigns conducted in campus should be effective in 
expanding the market share in the student segment. 
Development of value-added services requires investment in human 
recourses and technology. As the low awareness of the advanced value-added 
services, the rate of return to this investment must be small. SmarTone should 
promote these services with extra effort so as to capture the market niche that 
demand for these services. As a result, people will change their perception that the 
availability of value-added services of SmarTone is low. Concerning the fUture 
development, new value-added services should be based on market intelligence 
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collected. If the services are designed for existing market needs, rate of retum to 
investment in technology can be guaranteed. 
Pricing 
Most people believe that GSM network is better than PCS system. Thus, as 
pricing should reflect the network quality, tariff of SmarTone/Dual band should be 
higher than that of either EXTRA or EXPRESS. Furthermore, this pricing 
arrangement is consistent with the pursuit of different segments ofthe three brands. 
Since many people feel that the common practice of price in the market is 
too complicated, SmarTone should design some simpler and more flexible tariff 
plans. Furthermore, these tariff plans should be easily communicate to potential 
users through advertisement. Moreover, a simpler plan can partially reduce the 
number of complaints about miscalculation of monthly fee. However, the sales team 
must be trained so that they can effective sell the services at the new price. 
Distribution 
The major issue in distribution is sales force training. Direct selling is more 
appropriate in the current market situation as customers need tailor-made services. 
A well-trained salesperson should be able to explain all necessary details of a tariff 
plan and pros and cons of subscribing a value-added service. 
One major weakness of SmarTone is its after-sales services. Thus, more 
Customer Service Offices should be established so as to meet the needs of increasing 
number of phone users. Moreover, SmarTone should employ more Customer 
Service Officers so as to tailor-make solutions to some complicated problems. 
4 7 
The recent decline in earnings of SmarTone Telecommunications Holdings 
Limited is a result of the company's change of strategy. I believe that it is too risky 
for a company to forgo its core business strengths and bet for other markets that it is 
not familiar with. Diversification is necessary for the sake of future development. 
However, SmarTone should not diversify at the expenses of its local market. And 
the focus on customer is the key. 
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Individual Depth Interviews 
Topics and Questions discussed during the Interviews 
Attitude towards Mobile Phone Usage 
1. Why do you use mobile phone? 
2. Is there any change in you daily life after using mobile phone? 
Network Preference and Knowledge 
1. What do you thing about your network? Good or bad? 
2. What are the differences between PCS and GSM network? 
3. Why did you choose your current service provider? 
4. Why did you choose PCS (or GSM) instead of GSM (or PCS)? 
5. I f I let you choose again, will you select the same network and service provider? 
Why? 
Others 
1. Why did you choose your handset? Do you think it is expensive? 
2. Will you choose a specific service provider because it provides a handset that you 
like? 
3. What kind of value-added services you are now using? What else would you like to 
use? 




A Survey on the Cellular Phone Services Industry in Hong Kong 
I am an MBA student conducting a market survey on people's preference towards the mobile 
phone service providers. Please spare about 5 minutes to help me to fill in this questionnaire. All 
the information you give will be kept strictly confidential. Thank you very much. 
Section I S C R E E N _ 
1. Are you a mobile phone user? 
Yes Stop — 
No Continue 
Section II CURRENT USAGE 
2. Which ofthe following mobile phone service provider are you subscribing? 
1010 Peoples Phone 
1+1 One2free 
Everyday 一 Orange 
一 EXTRA ~ SmarTone 
New World Mobility Sunday 
Hutchison ^ Z l XinGanXian 
3. How long have you been using the current mobile phone service provider? 
~ n 1 month or less 
1 to 3 months 
3 to 6 months 
6 to 12 months 
More than 1 year 
4. Before using the current service provider, which of the following were you using? 
1010 1 ^ One2free 
1+r Orange 
Everyday SmarTone 
EXTRA = Sunday 
New World Mobility XinGanXian 
Peoples Phone I was not a mobile user before using that. 
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Section III ATTITUDE 
5. Which of the following function(s) would be useful for you? 
Convenient in calling peoples anywhere anytime. 
Able to receive calls anywhere anytime. 
Able to receive messages when necessary. ‘ 
Keep in touch with friends. 
Keep in touch with colleague and client. 
Using mobile phone is a status symbol. 
The single number allows people to contact，regardless where I live or work. 
None-
Others, please specify 
6. Please rank the importance of the factors below when considering whether to subscribe to 
a service provider? 
(Please rate from: “1” = most important to “7” = least important) 
I don't Good to Very 
care have important 
Initial charge 1 2 3 4 5 6 T ~ 
Charge per minute of airtime 1 2 3 4 5 6 7 
Handset characteristics, e.g. weight, size... 1 2 3 4 5 6 7 
Handset price 1 2 3 4 5 6 7 
Quality of phone/network service provided 1 2 3 4 5 6 7 
Quality of sales services 1 2 3 4 5 6 7 
Quality of after sales services 1 2 3 4 5 6 7 
Availability of value-added services 1 2 3 4 5 6 7 
Quality of value-added services 1 2 3 4 5 6 7 
Price of value added services 1 2 3 4 5 6 7 
Company reputation 1 2 3 4 5 6 7 
7. When you choose to subscribe a company, which of the following information sources 
would you rely on MOST? 
Advertisement from TV, radio, newspaper, etc. 
Professional reports (e.g. from Consumer Council) 




Others, please specify 
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8. Where did you subscribe you current service provider? 





Electronic shopping (e.g. Intemet) 
9. Which of the following value-added services you are using currently? 
~~n Unreachable call forwarding 
Busy call forwarding 







Roaming to China 
Roaming to countries other than China 
Others, please specify 
Section IV DEMOGRAPHIC 
Age: 
~ ^ 18 or below 
— 1 9 - 2 4 
— 2 5 - 2 9 
3 0 - 3 4 
— 3 5 - 3 9 
40 or above 
Sex: 

















Tertiary or above 
Family size: 
1 
2 - 3 
3 - 4 
5 or above 
Personal monthly income: 
HK$10,000 or below 




— H K $ 3 0 , 0 0 1 -35,000 
HK$35,001 -40,000 
Above HK$40,000 
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